
revenue. MC! does not have major fraud problems with any of its

own proprietary products. The majority of MC!'s fraud loss

interdiction efforts are focused on damages caused by RBCC

services and products.

28. Pacific Bell claims20 that MCI refers other BCCs to

Pacific Bell's Centralized Fraud Bureau ("CFB") to learn about

fraud prevention techniques. Mcr has, indeed, referred other BCCs

to Pacific Bell, specifically with reference to Pacific Bell's

"Sleuth" system, but not for education about broadly applicable

fraud-prevention techniques. Mcr hoped to encourage those BCCs to

pay more attention to fraud prevention, via use of the Sleuth

system. The reason Mcr referred other BCCs to Pacific Bell was

that Sleuth was the only existing fraud-sensitive system that was

compatible with LIDB -- the database system used by many other

LECs. But even for those LECs which do use LIDB, Sleuth only

addresses a limited range of fraud problems. It monitors the use

of LEC calling cards and certain operator-assisted calls, ~,

collect calls and calls that are billed to third parties. It does

not address the call-forwarding problem except indirectly, when

illegitimately forwarded calls are then used to place calling

card or operator assisted calls. The references were not because

of any broad-ranging fraud prevention programs within Pacific

Bell. In this regard, Pacific Bell is perhaps one of the least

-- Pacific Bell Reply Comments at 55.
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ineffective of the RBoes in addressing fraud problems, but it is

far from fully effective.

29. Further in that same paragraph,21 Pacific Bell mentions

its efforts, through its CFB and "The Alliance to Outfox Phone

Fraud," to encourage consumers to help fight telephone fraud. The

consumer does have an interest in the control of telefraud. But

the consumer is clearly not in a position to create a significant

impact on telefraud problems if the products that are being sold

to the consumer are riddled with fraud risk factors. And many of

the LEC line services and products do indeed include such fraud

risk factors.

30. Pacific Bell claims to have done more than other RBOes

to address the fraud issues that revolve around LEC calling cards

and operator assisted services22 by saying that its proprietary

fraud detection systems -- Sleuth and the Fraud Alert Systems

Tracking Database -- have been jUdged by experts as being "the

best in the country." But even if those systems are the best RBOC

fraud systems in the country, that is only half the story: the

other half is the gap between what Pacific Bell is actually doing

to prevent fraud and what it and the other RBOCs should be doing

to accomplish that objective.

21 Id.

Id.
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31. That gap is well illustrated both by shortcomings in the

list of "potential solutions" that Pacific Bell claims, on page

57 of its Reply Comments, to have implemented, and by Pacific

Bell's failure to implement the two recommendations that Pacific

Bell mentions on page 58. Pacific Bell is proud of having

restricted call forwarding to certain types of numbers -- 0+, 0-,

011, 10XXX, 900, N11, and 976. But it has NOT blocked calls to

950-XXXX and 800j950-XXXX numbers. That failure enables

fraudulent callers to make calling-card calls from areas where

card-calls to specific locations have been blocked by the card

issuer because of high incidence of fraud. The LEe, of course,

collects access charges for those fraudulent calls. The items on

page 58, which Pacific Bell has not implemented, would also

assist in curtailing fraudulent calls. Those switch upgrades

would limit the number of calls that could simultaneously be

fraudulently forwarded from a partiCUlar phone, and would limit

the frequency with which the forwarded number from a particular

phone could be changed. Further, although Pacific Bell claims to

have implemented the SS7 detection program, to our knowledge it

has not actually done so except in a few trial locations -- not

widely enough so that it could actually be effective in fraud

prevention. 23

23 Id. at 57. A further example, in Pacific Bell's Reply
Comments, of drawing inferences not supported by the facts is the
implication that one arrest in November of 1994 and six arrests
in March of 1995 have led to a decrease in the number of call
forwarding fraud cases. Id. at 58. Based on these limited data,
it is quite a stretch to suggest that those arrests have had any
significant effect on call-forwarding fraud.
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32. To the extent that Pacific Bell has implemented fraud

control processes, the primary motivation for doing so has not

actually been the prevention of fraud. Rather, the motivation

apparently arises from two primary sources: pressure from other

organizations and the effects on Pacific Bell customers of

fraud-prevention mechanisms put in place by entities other than

Pacific Bell. To wit:

- One influence was the numerous conferences and meetings

sponsored by MCI's Carrier Relations and other personnel

involved in LEC Billing and Technical Security issues, as

well as other IXCs, held to encourage expansion of the

Sleuth capabilities to address a more complete range of

fraud problems.

- The second influence was complaints from Pacific Bell

card holders who were justifiably upset that the Pacific

Bell card worked differently depending on which IXC network

carried the traffic. Each IXC was forced to block card calls

in areas where fraudulent abuse was rampant, because Pacific

Bell had not accepted liability for fraud associated with

Pacific Bell's calling cards. The IXCs' blocking decisions

differed from one IXC to another, depending on their own

evaluation of the fraud risks in a given area. If the IXCs

were indemnified for those fraud losses, or the losses were

minimized by effective fraud control on the part of Pacific

- 24-



Bell, then the IXCs would not be driven to block RBOC

calling card calls, and the performance of the RBOC card

product would be improved.

33. The basic point here is that Pacific Bell's anti-fraud

efforts have generally been implemented only in response to

outside pressures, after the fraud problems that should have

been addressed in the initial product design had become major

problems to other providers. The problems are typically not

addressed in the initial product designs, in spite of pointers

and recommendations from those entities that are forced to bear

the burden of fraud produced via those products. MCl very much

supports the actions of PUCs in rejecting or questioning tariffs

in which fraud potentials have not been fully addressed. We hope

that such actions will help to motivate RBOCs to address fraud

problems in advance, rather than after the fact.

VII.

Final Conclusions

34. The position Pacific Bell has tried to portray does not

correspond to the reality of the fraud control processes in TFPC

and in the telecommunications industry generally. I have been a

member of the TFPC for more than five years, and have personally

observed the degree to which RBOCs implement the fraud prevention

measures recommended by that body. Further, I have noted that the

expertise of at least some RBoe representatives in matters of

- 25-



fraud responsibility and the effects of fraud on IXCs is

questionable. For example, the TFPC co-chair mentioned in the

Pacific Bell response24
-- a representative of Pacific Bell

was not aware of such an elementary point as the fact that IXCs

pay access charges to Pacific Bell and the other LECs, until just

this year, when it came up in a discussion about an article that

addressed the sUbject. Obviously, that representative was not in

a position to understand the nature or the magnitude of fraud

costs that would be borne by IXCs because of RBOC products for

which IXCs not only receive no revenue, because of fraudulent use

of the products, but are also required to pay access charges to

RBOCs for the "privilege" of carrying the associated non-revenue

traffic!

35. The TFPC recommendations have not been adequately

effective in preventing fraud. This is not only because of flawed

recommendations, although, as discussed above, some of those

recommendations are less than ideal, but also because those

recommendations are often not implemented by those companies that

are in the best position to effectively address the fraud.

Whether consciously or unconsciously, the RBOCs often use TFPC as

a mechanism for discussion, rather than action, on

fraud-prevention issues.

24 Pacific Bell Reply Comments at 56.
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36. MCr attempts to limit the fraud impacts of LEC products

by restricting the use of those products when the threat can be

recognized. Obviously, Mcr would prefer to carry the traffic

associated with these LEC products, rather than having to limit

their implementation due to excessive fraud risks. But MCr cannot

do so in a competitive environment when the LEC products generate

so much fraud costs. The major source of fraud loss risk for MCr

and the other IXCs is LEC products and line services.

Further Affiant saith not.

Subscribed and sworn to before me

this L-); day of II{l \. ~ l,--, 1996
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TO: 'l'R1 COIVllSSJ:OH

FRONs ot11it1.. D!vis1on

DArE: Apc!l ~O. 1'95

RB: C S WDT COIIKD1(ICA'rIONS, I.e. .. TARIn PILING TO XRTRODuce
MEW COSTO" CALLIMG PBATURBS (DOCXIT ~O. &-1051-'.-a98).

On Auqust 24, 1994. tl • WES1' eoamunieation., Ino. (U S WEST)
riled tariff reTi.ion8 ~o intre4uc. new CUetom Callinq featurec.
The Commie. ion initially 5ucpoftded the tiling tor eo days (Deaision
No. !8791, dated kpt.aJ:)er 21, 1994) and. turi:hE' suspended the
fil~ tor an additional 180 days (Decision Ro. 58833, cSated
November ~, 1994). The interexcban9. curlers (IXC:.) had expr.seed
concern that the proposed new ! ••turea oould re.ult in increased
billed, but uncolloote4, charq.. for tel.phone oal18 and the
auapena10n perioc1 vas to allow tJ • on and the IXC- the
oppo"W\1ty to meet and 4etena1ne it ~. .ervice could be ••de
aocepta.ble 1:0 tIOtIS.

Th. propoetlC1 new CuIItOlll c.llinV feat.ur•• are •••ote AoOea.
l'OrwccU.1l9 eMF) and Scheduled r~llrcU.n9 (SP). Botb tut.ure.
pent:i.t CU.tOllK8 to forward incoainCJ 0.118 to aftot.he~ number.
While the ProF~l. call torwardin9 ""1<:45 t;bat are ourrently
avallable lIIUat be .ctj,~ted and. deact.ivateCS trOll the s\1l:)&cribcar '5
awn phone, w1th the .ervlces propoliied in th1. til!nv, CUIItcnnen can
aativat8, d.actlv.te, or chang. their .. torwerd. to" number tr02ll any
tone dialinq pbone by 41aling a local mUD"," aneS uainCi a
3ubtlcrilMr-apeoitic personal identification rnDdMtr (PIN). The
lc~l~ provid.. ~QC... to an auto..tad syat.. which use. a
5er1.. of proapt.. t.o CjJQid.. c:ustoaers to NlC. chaftCj.. via the phone
keypa4 at any locae1on. witb Scheduled Forward1ncJ, .~er1ber. can
also preprOfiraJI the .yst...nc! 8Chedule in advanc:••pee1t1c times,
cs.Y1I &n4 destination nUJlb4lrs to Wh1ch theil" inC:Olli"9 calls will
farvard.

The IXe. are~~eaus. these eer:v1c:Je8 allow eu.tcmer.
to act~V&t., deact1vate, or chaf198 the "forward to- nuabtlr trOll any
tone <Ual1nci pbone, not just trOll the aubacrlbR'. phone.
Aooorc1inq to the IXc.. l>ecau5e of the rCllOte acce.. capa1)ility, RAP
ana SP vou14 ~ Boreeaeily us.d by thir4 part1ea to fraudulently
ac:oeee ~n4 WI. aubscrlbers' phone nuabe1"s to aalte W\&utbori&ed
calle without. the Jc:novle<1qe ot th- CWltcmer. P"rauc1ulent calls are
an important issue to IXca 'bec;~ue. nQt only c:lo they not c;Jet
.ei~.ed for th. use of their n.tvork on such calls, but alao
have.,.to ·pay oric;inating and ~Gr1Dinat1nc; ace.56 t.o tho local
eXchange carriers ~or these ~raudulent calls on "'hieh the IXCs
--- 4 ••_ _... I"t"",.-n.n_a't.ian.
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u s wzst:, heweves:, JMl1ev.. ~t the pzoopMed .ervla••, whiCh
inoorporato. AdVanoe" iJ'l1:el11q.n~ ••twork (AIR) C&p&}:)111t1•••uch ••
eJ\h&nCe4 ~11 fraud a=-en1nq aftCS call t'oZ"Wud1n9 ...trtct1on.,
"ill pl'....CA~ any siCJ1lifloant level of fl:aud trOll ocOUZ'rin9 in
conjunction ,,1t:h the propoeed ""ic... ACcoriineJ ~ the IXC.,
.iqn1f1aant fraud haa ~~ witb a.ao~. ACCess to call
vorwar41nq (~cr) wlU.cb ia • aervice ott_eel b)' otber 1UIOCa and"i.
s1a11ar to MI. V S WlaT !lova,,", d1fterentia1:es ita proposed
servioea trOll .!Jailar .ervioes, 11k. RACJ', by pointinq out that
MCI' 1. a central ottic. baaed .&nice that do•• not utiliz. any of
the AIR tall fraud .arecn1nq C4pa~11itie. that are built into ita
pr~ PI' and ar ""ice••

On pebruary 9, 11'5, U • WSST revised it- Auquat 24, 1994,
fil1nq. At statt'. ~.at, the proposed tariff v•• ~evi.e6 to
include & list of restZ"iote4 0.11 torvud1nq' d_tinationa for calla
forwarded by JtAF or SF. U S wall' ba. agreed ~o re.t.r1et 11nes
equipped vi'th UP or SF from forvarcu'nq eo 4ut.lnat,lona tbat have
typically been us4K\ t.o OOIIplet.e fraudulent call.. Inoluc1ed. 1n 'the
lia~ of r..-tz'ic~~ calls are: international call.; 800, 700, 900,
gSO, = 9'76 oalls: all operat= aaalated dialinq UTant-ent. auch
a. 0+ and 0-, .11 and 555-1212 1ntonsa~1on call.; third-n\11lMl'
billed calla; .peed 41al84 calla. Addit.ionally, no acre th.n tour
oalls per hour would be allowe" t.o ):)e forwarded under this ••nice.

'rhe IXC. bave reooa.nde« that in MStit10n to the restricted
call torvardin9 4..tinationa propo.-d 1ft U 8 WIST'. revisions ot
rebruary " lita, tJ I WU'1' prevent the forv&l'<11nq ot call' throuqh
RAE and 8P ~o paypbones. Aocord1nq to U I WIlT, ~. teehn10al
oapab11i~1to prevent. au and IF trOll torwar4inq 0&11a to payphon••
aoes not aurr."t.ly exi.t, tNt i. bain9 d• .,.lopeC AM will be
available within approxiutely six (6) IIO~.. tftle IXCa .~. also·
concerned that. a a1CJnitiean't nl.bu ot fra,,'l!uleftt. collect oalls .ay
be corapl.t.ed. u~ ~e.. senio.. an4 bave requ••1:ed tbA~ U S W'U'l'
r ••trict thea allo. U 8 WSIT, bOwever, te.l. tha~ the ability to
forward Qolleot calla i. an import.ant OOIIpOnant of thia ••rv10. and
that. a 18'1"98 part of trau4ulent collect oalls are .ade to pay
talephon... Pr.ven~lnq calllJ tria bein9 forwariecl to p.y
t..lepbo".sf then, would aiqnit1cant.ly reduce the potential for
traud on collect call. tOI:Var4ed 171 M1' or .,.

70r each line, wai"... or re.i4enoe, .quipped with •••ot.e
",cae.. 'otward1n9 and SCheduled Forvar\1in;, the proposed aoftthly
charg•• are $6.95 and .'.95, ~.pectiv.ly. 0 8 WES~ propos•• to
va1ve the .tandar~ $13.00 i~.tallat10n Charqe in an .r•• durinq a
90 day introC#u~1on period. In a441tion, it durin; the 1':lr.~ 60
day& frcm 1utallation, the c\Jstolier ias no1: satisfied 'lith the
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aerv1ee, the customer II&Y chante to • 4iffel'C'~ o~ll forwarding
..-viae a~ no additional alMZ"fe 01:' tT 8 WBSl' will oredit 1:11.
CNatOlleZ'·. acooun't ~. utOUAt. billed to~ the ._nlee.

a~tf I\a& r • .,l.v.4 U S Uft's auppos-t.iftCI lnfenaat.ion.· and has
deterJlined that the propoeecl ntas ex~ the costs or pl'UViding'
the "l'Yioe.. ltatt ~Dd. that t:!W tariff be appzvve4, as
nvl..., on an in~.ria baa1. foZ' • periocl of ~vel". (11) awth••
Staff 1. reeoaen41n9 lnteriJI approval .0 tba't W' and II' c:an be
offered en • trial baai.. ft. INX'P0•• of the tl'1al ia to 98U48 tbe
affect the propo.e" suv1oe- have Oft toll b-aueS levels.

suff t\I.I'tber "OO~ the follow1n~:

* Tb&t c1m-ing 'the trial peri-ad, V 8 WElT provide the
%xca th- telephone n\aben of .ubaoribers t.o au' and
SF. 8u11ec%'ibeu t telephone nWlbers 1IOuld be p7:ov1ded
t.o the IXC. under. the tara ot II protective .C)%'eaent.
Thi. nWlber iatorsat.1on waulc1 be UM4 by the xxes
.alely tor the~" of 1c1entifyinv 5\Jepeci;e4 toll
fraud ....oci.t.d WIth the.. eerviC4Y. The IXC. ahould
not1ty U 5 WUT it My .i~lfloant fl'au4 OOCNra w11:hin
tJu"ee (3) Y011d.n9 4&Y8. 8~eo%'1ber. eould be
notified that this lnforaa~lon ia bein; ;rov14e4 to
i:be lXe-.

• '1'tul~ U s WEST 1IOftltor and colleot any 1nfOBat1on
which 40auMnta OE' quantit1•• MP 01' IF f¥,au4 such .5
any au.tOller tll111ftCJ .d:iu~ u4. because ot
&NQeCted toll fraud .aaoc:iat:a4 vitil th... services.
~ inforaai;ion viII allow 0 8 WEST ~ 1dentity any
RAP and IP rraU4 that occur.. Also, the 1nto~'t1on

oel1ecrtecS can aM used at the end of the ~1.1 period
to quantity the etteot tb.. pnpoHCll Hrvioes baY.
had em toll fraud 1..,.1- dQrinq th. tl"1al.

• Tbat 1J I WUT not ~ allcnNCJ to obarte the IXe. tor
the ace... charqe portion or thOR U' an4 SP call•
• a4. durinq the ~1'1al period which were f~audulent.

Aeeoriilufly, .~ t.be end ot ~. ~rial period U • WEST
will eredlt tbe IXCS tor any ace••• that. baa been pl1d
tn conjunction vi~ a trau4ulent. J\AJ' or SF call.

• That ftinQty (90) day. prior to the end of the interim
approval period, U S WBS~ 8bould f11. tor pe~nen~

approval or the tariff filing it it 80 a••ir... At
this tiDe. 0 S WEST .h0\1l4 subai~ the infonat1on it
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collected durin; the ~r1.1 concerninG lnatanc.. of
toll !~.u4 and any act1on5 it ba. taken ~Q further
a1n1a1.e traue!.

• '1'h.~ '0 • 1fZS"l' innall tiJ. capaIJ111~y 1n ita network too
pr.ve~ call t01:'Yu411l9 by RAJ' an« SF ~o payphon••
vltJli.n Mven (1) aontll. o~ the csau ot th!. Co_i.sion
01:4... I~ 11 • nSIf expects tJa.~ it Annot ..e~ thie
~equir.-en~, suff furth.Z' 1".~en4a that. 0 S WiST b.
Z'~1I:'ed W 1'11. for aft extaftaion ot ~1me ~o ••et
'th1.8~~ on Or' Mtore oestobe' 1, l.i95, and it
the extension is n~ reqv.••~ed, or denied, that U S
WIST be reqQlre4 to .uepen4 otterin; the RAE and SF
servico;ell until ~. eoapany ha. oertified to COIIJIli••ion
Staff that it oan prevent call. forwarded ~y RAr an4
SF fro- raach1nq pay tel.phones.

* Tnat u s WES'l' lntora all .u):aeor1!:tez'a too 1tA!' and SF of
the trial perloci and tbat peraane.nt. approval ot t:he
.~le.. 1. not ~••ured.

~10'<
Gary Yaquinto
D1r~o1:'
otil1ti.. D1~i.ion

aY s08: lhb/C'a

OJUGIMTOR: 0.1 Slui t.h
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DrRECT TEST[\101'ly' OF KE.'i P. SOLOMON

JeJar:;":'"'err of Ute New Mexco S~a,e Cor;:;ora:ion CC;-;;r:lrSSiCn \1yacciess

s: PC Drawer ~ 269, San:a Fe. ~~ew MexIco 3i'504.·' 269.

::XPE,:m:NC:::S IN THE AREAS OF PUBLIC UTillT( P,EGULATIOi'J?

'/e5, s~ch 2 scalemen: is:lc:l.ced in Appendix A, a:-:acned :0 :~is tesc;r;:ony.

'i~~ ?RE?A?ING YOUR TESTiMCNY WHAT OOCUMEN7S AND INFORMATION

~AVE YOU ?EVIEWEO?

.r,
• 'J .A . I have reviewed the direct testimony of Ms. Peggy Nownes who ;iled testimony

an behalf U S WEST Communications (the Company), Mr. David Jordan for

MCl, Ms. Lilli Calcara for SPRINT and any and all exhibits attached to the

13

l.i Q.

lS A.

~

aforementioned testimony.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

The purpose of my testimony is to put forth Staff's position regarding the

Scheduled Forwarding (SF~ services.

20

'"'. ,
'- .

A.

HAVE SPRINT AND Mel RAISED CONCERNS ABOUT THE POSSIBILITY

c:::; AUD ASSOCIATED WITH THESE PRODUCTS?

Yes they have.

,,·..-r

sec Docket 'ia 95-392-TC
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HAS THE Cc)MPA~Y ADE'::'JA i~:"·( ACCRESSEC) ALL. CF

No, I do rot ::eiieve rnat it r~as.

_, I-
. 1-' t:

'J

3

~.

JETAIL?

Car:ainly. i:..,e Company s:ated in testimony tnat the proolems raised by the

iXC'S associa"ted with :nird party '::Jilling, forwarcing to a restr!c:ea line and

C'Jstomer authentication na'/e been solved and ttla"t they are ur.aware of any

toll fraud problems in any of the eight states where "the COrT',pany currently

provides the service (Nownes Direct, pg. 17, Ins i 7-20). Yet, the Company

IS unwilling to indemnify the IXC's for any toll fraud that may occur (Jordan

.-,

i3

l~

:5 Q.

;6

Direct, Og. 5, Ins. 5~ 121. In fact. Ms. Caicara claims that in the second quarter

of 1995 alone SPRINT has suffered toll loses in the amount of $330,000 as a

result of Call Forwarding and RAF/SF in the U S WEST's territory.

COULD YOU PLEASE DISCUSS YOUR RECOMMENDATIONS REGARDING

AVTHENTlCATlON OF RAF AND SF SERVICE ORDERS WHICH WOULD HELP

TO PREVENT TOLL FRAUD?

:3

• ,'""'I

:1

:0

..
M. Yes. In order to authenticate a genuine order for the services in question the

Company could simply take the customers order and then follow this up with

a confirmation letter sent to the billing address associated with that customer.

sec Docket No 95-392-TC 2
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20

A ..

DIRECT TE.STt'v10NY OF KE..'1 P. SOL-OMON

I,,'pan receipt of :his :et:er :~e c~s:CrT.er ia:-:er reacing :ne li:erat'Jre explairlng

:~e service) 'NOLlid cecice :7 :hey St'il desired ,he service ar which ~iriie they

'No\.-id sign :r,e ler:er ar,d ,etGrn it :0 tne Company, This procedure would
...-'

-er,sure ::2: t~e incivldual rec;ues,::,g tie ser\lice is truly ::-,e C'~s:OL:ier :0 'N:icm

::-,e :ine is oldea. Cnce me c'..S' 0 mer has orovided wr::":en cuthorlZatlon tJ the

Com::Jany tr:ey would be assigned a PIN number whic;1 they could tr:en use to

forward call at anYtime wit;'lQut any further need for repeat authorization ..

COULD YOU PLEASE DISCUSS YOUR RECOMMENDATIONS REGARDING

CALLS FORWARDED TO A RESTRICTED LINE AND FORW,ARDED CALLS THAT

ARE BILLED TO THIRD PARTIES?

Yes. USW aoes not address the issues of the fraud potential inherent in the

ability of a "fraudster" to forward calista a restricted line in its direct

testimony. This is a problem on an intra as well as on an interstate basis. The

Company d.ae.s provide a solution for the potential problems associated with

Lmr.astate third party billing to a forwarded line but does not provide a solution

for inla!state third party billing.

The Staff therefore recommends that before tnese seNices are deployed

,:-, e Companv' deveiop and ceploy a method to ensure that calls cannot be

forwarded to a restricted line, The StaH further recommends that U S WEST

utilize their Line Information Data Base to marl<. telephone lines that have been

sec Docket No. 9S=392-TC 3
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:::;rwarded in order :0 prever.t :r:ird :Ja,-:y billing to a lire :-at :o;ad Jeen

"·::;r·,'o/arGed 'or. an ,nterstate ::as,s) As a 'esult. the Staff reccr,r"'ercs ::13: :~e

C8:7:r:"',lss:on deny the COrT:oany's f:iirg until the Compan'! solves :~e :,aL:d

;:;rcbler:"',s out:ined above .

ARE Tr'"1E?E C7HE? ISSUES iNVOLVED WITH THIS FILING 7riA7 veL'

6

\.-- .

3

9

~o

l l

12

,,,,
,j

~

~5

16

NCT DISCUSSED ABOVE?

Yes, there are. T~"'le Comoar,y has proposed that the rates charged to blJsiness

and residential customers for these services be priced at the sarre level. The

Commission has traditionally maintained a price differential between these two

classes of customers and the Staff would recommend that the Company

continue to maintain this differential, The Staff would therefore recommend

that when the Company solves the fraud issues outlined above they then

propose rates for business customers that are higher than the rates charged for

residential ccstomers. The Company has the ability to do this with very linle

difficultY considering the large margins involved in this offering.

TIie Staff also tak.es issue with the proposal of the Company to incJi..;ce

_J Jay ~rcduet Guarame.e' ,n ti,e carJi'. Cue tG ;::"1e f;-3Ud potential de:2iled

- ~-,': :-:-__: ....... :- .. - 7' ..... - ....... •..,,,, Staff :"~t if r"'is product IS offered

20

Without the suggested safeguards that a large amount of customer

dissatisfaction could result, One example that comes to mind is a customer

sec Docket No 9<-322-TC 4
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DIRECT TESTTh'fONY OF KE..'f P. SOLOMON

iead to a la~ge number of C':SlQmers taking advantage of ::--IIS 60·,ja':! money

Clack gi..:arar,tee. Once the Camoany has soived ::iese fraud proolems S,aif

wouid rot ~ecessarijy oppose :;-:e 60 day proGuce guarantee iii the sLibseqcent

filing.

iF THE COMMISSION WISHES TO APPROVE THIS FiLING WHAT WOULD THE

STAFF SUGGEST?

The StaH would suggest that the Commission order the Company to abide by

the recommendations that were outlined in the testimony of the Arizona

Corporation Commission that was attached as Exhibit DPJ-1 to Mr. Jordar,' s

testimony and reproduced below with modifications to take into account

Staff's concerns regarding the proposed rates and the 60-day product

guarantee:

determined that tM proposed rates exceed the costs of providing the services.

Staff recommeoos th.'dt the tariH be approved, (with exception of the suggested

rate differential outlined belowl. on an interim basis for a period of twelve (12)

months. StaH is recommending interim ap;:;roval so that RAF and SF can be

offered on a trial basis. The purpose of the trial is to gauge the effect the

sec Docket No 9>392-TC 5
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DIRECT TESTIMONY OF KL'l' P. SOLOMON

:J ro posed services r.ave 0 n :0 II fraud !evels.

Staff f\..Jr:~er recommends the following:

That during the trial perioc, U S WEST provide the IXC's the telephone

;,[..;moers of subscribers to RAF and SF. Subsc:-ibers' ~eiecnone numbers would

':Je :::;~o\liijed :0 t,1e iXC's uncer the terms of a Drotective agreement. ThiS

:I umber information would be used by the IXC' 5 solely for the purpose of

identifyir.g suspected toll fraud associated with these services. Tlie IXC's

Should notify U S WEST if any significant fraud occurs within three (3) working

cays. Subscribers should be notified that this information is being provided to

the IXC's.

That U S WEST monitor and collect any information which documen~s

or quantifies RAF or SF fraud such as any customer billing adjustments made

because of suspected toll fraud associated with these services. This

information will allow U S WEST to identify any RAF and SF fraud that occurs.

Also, the information collected can be used at the end of the trial period to

quantify the effect these proposed services have had on toll fraud levels during

the trial.

That U' S WEST not be allowed to charge the IXC' s for the access

charge portion of those RAF and SF calls made during the trial period which

were fraudulent. Accordingly, at the end of the trial period U S WEST wilt

see Docket No 9S-392-TC 6
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DrRECT TESTIMOf'i'Y OF KE..'l P. SOLOMON

cedit the IXC's ·or a;,',i access :::at has been paid in conjunction Wlt~ a

fraudulem RA;:: or SF ca(l.

Inat ninety (90l days prior to :;,e end of the interim approval per;od, U

S WEST shoula file for pern:anent aoproval of the tariff filing if it so cesires.

At this time, U S WEST should sL:bmit the i.1format:on i: collected c'"Hlr,g tt"'e

t~:al cor.cerning instances of toll fraud and any actions it has taken to fUr':her

mir,imize fraud.

That U S WEST install the capability in its network to prevent call

farNarding by RAF and SF to payphones within seven (7) months of the date

of this Commission Order. If U S WEST expects that it cannot meet this

requirement, Staff further recommends that U S WEST be 'equired to file for

an extension of time to meet this requirement in a timely manner, and if ::-Ie

extension is not requested, or denied, that U S WEST be required to suspend

offering the RAF and SF services until the Company has certified to

Commission Staff that it can prevent calls forwarded by RAF and SF from

reaching pay telephones.

That U S WEST infori:l all subscribers to RAF and SF of the trial period

and that permanent approval of the- services is not assured.

That U S WEST charge a higher rate for business customers than for

residential customers for each of the proposed services and submit a new

S('C Docket No 95=392-TC 7
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Jroposed tariff for Commission approval.

ihat the Company keep :~ack of the numoer of customers reques~;ng

J :r,eir money back in regar:::: t8 the 60-day product guarantee and the 'ever.ue

;: SliMMABY OF RECOMME~DAT10NS'

6 ?L~AS= SUMMARIZE YOUR RECOMMENDAT10NS IN THIS DOCKET.

.\. I recommend that:

8

9

:0

12

13

[5

19

20

1 .)

2.)

in order to authenticate a service order for RAF or SF the Company

should take the customers order and then follow this up with a

confirmation letter sent ~o the billing address associated with that

customer. Upon receipt of this letter the customer would decide if :;-.ey

still desired the service at which time they would sign the lener and

return it to the Company. This procedure would ensure that the

individual requesting the service is truly the customer to whom the line

is billed. Once the customer has provided written authorization to the

Company they would be assigned a PIN number which they can then

use to forward call at anytime without any further need for repeat

.: '-.:t;'orr!.: tio ...

The Commission deny the Company's filing until such time as ,he

Company develops and deploys a method to ensure that calls cannot be

sec Docket No 9S-322.TC 8
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DIRECT TESTIMONY OF KEN P. SOLOMON

forwarded to a resi:~ic:ed line and, triat U S WEST utilize their Lire

Information Data Base to marl<. telephone lines that have been forwarded

in or~er to prevent t::ird party billing to a line that has been forwarded

-- .(on an Interstate basis).

When i:he Comoany solves the fraud issues outlined above ttley t:len

propose rates for bGsiness customers that are higher than tile rates

charged for residential customers.

3
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4.) The 60·Day Produc~ Guarantee outlined in the proposed tariff not be

considered until such time as the fraud issues are solved.

;j.) In the event that the Commission rejects Staff's primary

recommendations tha Commission orde!" the Company to follow the

recommendations that were outlined in the testimony submitted to the

Arizona Corporation Commission along with the two additional items

that were added to include the additional concerns the New Mexico

Commission Staff.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes it does. As in other proceedings before this Commission, I will offer oral

sur-rebuttal testimony at the hearing if appropriate. But after reviewing the

Cc~oany's rebunal testimony, I reserve the right to supplement or modify this

testimony orally on the stand at hearing.

see Docket No 95-392.TC 9



BEFORE THE
NEW YfEXICO STATE CORPOR.A.T~COMMIs.sIO~

IN THE MAnER OF AN APPLICATION
OF U S WEST COMMUNICATIONS, INC.
TO AMEND ITS EXCHANGE AND
NET\NORK SERVICES TARIFF TO
INTRODUCF RE~.~;)TE ACCESS-FORWARDING AND SCHEDULED
FORWARDING

DOCKET NO. 95-392-TC

NOTARY PUBLIC

AEFIDA VII OE KEN P. SOLOMON

1, KE~ SOLO~10N, being first duly sworn, upon my oath, state that I am the
Di rector of the TelecommuniCltions ~partment, State Corporation
Commission, and that the statements rontained herein are true and correct tn
the b€st of my knowledge, information and belief. ,

. -----~
. ~- ~._- G---~-----.- -' -~.-.

KEN P. SOLOMON

STATE OF NEW MEXICO )
) 55.

COUNTY OF SANTA FE )

SUBSCRIBED, SWORN TO A1"ID ACKNOWLEDGED before me this
20ch day of September, 1995, by Ken P. Solomon.

~1y Commi~siQn Expires:
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Bellcore

Technical Reference
TR-TSY-00021 7
Issue 2, November 1988

CLASSSM Feature:
Selective Call Forwarding

FSD 01-02-1410

A Module of LSSGR, TR-TSy-000064


